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The AICPA is pleased to announce a new
conference. The Not-For-Profit
Financial Executive Forum is
a unique program for experienced NPO professionals. It will
be held at the Grand Hyatt in
San Francisco from November
20–21. A maximum of 300 participants will be
able to attend this program and it will provide
in-depth workshops and exchange of ideas that
emphasize the strategic role of the financial
professional in NPOs. It will also allow for the
development of topics in greater detail than
usually provided in other conferences.
The AICPA Not-For-Profit Executive
Forum will offer:
• Program content geared to experienced
NPO executives.
• Sessions facilitated by industry leaders.
• Best practices for NPOs in today’s changing environment.
• Better opportunities to explore and

exchange ideas with other NPO decision
makers during hour-long informative group discussions.
• Stimulating question and
answer sessions.

conferences

Sessions include:
• Integrating the Ideas of Alternative
Funding
• Managing and Integrating Common
Databases
• Risk Management Strategies and
Successes
• Cost Cutting Without Compromising the
Mission
• Investment Strategies for Trying Times
For more information:
www.cpa2biz.com
888/777–7077

Upcoming Conferences — Mark Your Calendars!
National Auto Dealership Conference,
San Antonio, October 23–24
National Conference on Credit Unions,
Las Vegas, October 23–24
National Conference on the Securities
Industry, New York, October 29–30
National Real Estate Conference,
New Orleans, November 6–7
National Conference on Federal Taxes,
Washington, DC, November 10–11
National Conference on Banks and
Savings Institutions, Washington, DC,
November 12–14

National Healthcare Industry Conference,
Las Vegas, November 13–14
National Business Valuation Conference,
Phoenix, November 16–18
Not-for-Profit Financial Executives Forum,
San Francisco, November 20–21
National Conference on Current SEC
Developments,
Washington,
DC,
December 10–12
National Construction Industry Conference,
Las Vegas, December 11–12
Annual Benefit Plans and DOL Update,
Washington, DC December 15–16

2 T H E C PA L E T T E R • O C T O B E R 2 0 0 3

Resource Consumption Accounting:
Capacity Management Costing
By Douglas Clinton, CPA, Ph.D. and
David E. Keys, CMA, CPA, Ph.D.
This is Part Three of a three-part series.
Part one ran in the Apr. 2003 issue and
part two ran in last month’s issue.
RCA recognizes that resources are changeable with respect to activities and therefore
capacity resides on the resources, not on
activities. Excess/idle capacity is reported
as a variance that is highlighted in reporting—but it is never allocated to individual
product units. It may be traced to a higher
group or plant level. Resources supplied
minus resources used equals unused
resources or excess/idle capacity.
Emphasis is on making excess/idle
capacity visible so that both excess/idle
capacity and productive capacity can be
managed. RCA assumes that excess/idle
capacity should be attributed to the person or
level responsible for controlling or influencing it. Using a capacity-supplied concept
provides a complete disclosure of the
resources available to management. Thus,
the degree to which capacity has actually
been used (when compared to this available
amount) presents a readily visible accounting for unused resources. Management can
then use this information to manage capacity by relating it to resource acquisition deci-

sions. Tieing responsibility for capacity utilization to resource acquisition decisions can
then be used to promote accountability.
RCA is defined as an operational system.
This implies that the accounting system (or
accountants) does not have sole discretion to
determine (i.e., calculate) the operational
plan (i.e., capacity level, production possible, etc.) or the denominator volume used.
What capacity level to use (and how to
define/measure it) is likely an issue that
should involve operations and/or engineering personnel working together with cost
management personnel.

Activity Based Resource Planning
The quantity structure combined with
recognition of the inherent nature of costs
provides the foundation for not only product/service costing but also budgeting and
planning. This budgeting and planning
dimension of RCA is called Activity Based
Resource Planning and includes the following four steps:
1. Establish resource pool-level unit standards for resources.
2. Establish resource output consumption
unit standards for consumers.
3. Determine planned resource output
demand.
4. Convert planned resource output
demand into monetary equivalents.

These four steps are the reverse of costing output and RCA software takes this
into consideration. Therefore, the same
software can be used for both output costing and budgeting.

Conclusion
As companies attempt to adapt to increasing operating complexity, they need a cost
management system that comprehensively
models this complexity and the interrelationships involved. RCA meets this need
and represents a substantial improvement
over other cost management systems. RCA
provides a comprehensive remedy to antiquated, piecemeal cost systems. Just as
many companies are implementing enterprise-wide systems to integrate information, RCA provides an integrated solution
for comprehensive, enterprise-wide cost
management.
B. Douglas Clinton is Associate
Professor of Accountancy at Northern
Illinois University. David E. Keys is the
Household International Professor of
Accountancy at Northern Illinois
University. For more information on
RCA, visit www.rcainfo.com.
dkeys@niu.edu

The Science of Self-Promotion
In a recent member survey, many of you have asked for career
related information. This article is in response to your request and
was provided to us by Ajilon Finance.
“Is self-promotion really a science?,” you ask. Well, we’re glad
you asked. In fact, two behavioral scientists named George Dudley
and Shannon Goodson have made a career out of studying it. In nearly 1,000 formal scientific studies, they have found that self-promo-

tion is directly related to success. They have even developed an
assessment tool that identifies ways in which we consciously avoid
self-promotion and limit our success. Dudley and Goodson have
identified three behaviors we can learn from natural self-promotion.
Position — Position yourself frequently with people who can
make a difference in your goals. Wake-up each day and ask yourcontinued on page D4
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Process-Based Accounting and Value Creation
By Ronald J. Huefner
Jim Brimson’s path-breaking work, The
Handbook of Process-Based Accounting:
Leveraging Processes to Achieve Results,
presents many new and intriguing ideas for
accounting. At one level, it is concerned with
identifying and measuring the many
processes that exist within an organization
and reporting the results in a new financial
statement — the Process Performance
Statement (see Brimson’s article in the May
2002 issue or click here to order).
At another level, process-based accounting creates a basis for measuring value creation, the topic of this article. Value, in a
business organization, is the sustained ability to create positive net cash flows in excess
of the organization’s cost of capital. For
financial reporting purposes, we measure
value on the basis of completed market
transactions that establish the dollar amounts
that are transferred among parties. The
weaknesses of such an approach, such as
non-recognition of intangibles, are well
known. For other purposes, such as acquisitions, a variety of business valuation techniques exist. Consideration of a company’s
products and processes can be a useful way
to approach the question of enterprise value.
Enterprise value can be viewed as a combination of past, present, and future value
creation. Past value creation is reflected in a
company’s equity in excess of invested capital, and is reasonably measured by conventional techniques. The present component
reflects value being created by current oper-

ations, reflecting the company’s strategy,
product mix, and processes. The future component of enterprise value — the most significant for business valuation purposes — is
represented by the discounted present value
of both current and future
products, and current and
future processes.
One of the keys to creating
future value is having a low
cost of capital. Such organizations can fund a wider range of investments
enabling them to invest in the new products
necessary to sustain future cash flows and to
invest in enhanced effective processes necessary to support the operation of the organization.
Products (and services) create value if
they meet or exceed customer expectations.
Tools such as target costing help management assess product value creation and
assess what is needed to deliver these products at a profit. For highest product value
creation, there needs to be a good fit between
the organization’s products and its processes;
a poor fit leads to high cycle costs and poor
quality, neither of which is conducive to
long-term value creation.
Processes create value if they consistently meet performance targets in the least possible time and with the use of the least possible resources. Here is where the fundamental theme of process accounting becomes
important. Management needs to ensure that
process performance targets are met, and
that process cost targets are met. Activitybased costing techniques help to measure the

cost-effectiveness of processes. Non-random
variance needs to be eliminated as process
variation creates waste and reduces predictability. Process cycle times need to be
monitored to enhance cash flow velocity
which reduces working capital
requirements. Finally, maintaining a low cost of capital is
critical as noted above.
Management’s financing decisions and the level of business
risk impacts the resulting cost of capital.
Process accounting focuses on measuring
and managing the many processes that exist
within a company. When processes are consistent, effective and timely, and the flow
from one process to another is smooth and
orderly, process behavior is predictable and
value creation can occur. When processes
are subject to high variation and the flow is
turbulent and unstable, value can be
destroyed and many resources can be wasted
in trying to resolve process problems.
Achieving a full understanding of process
accounting offers much promise for achieving better management, better performance
and greater enterprise value.

publications

Ronald Huefner is SUNY Distinguished
Teaching Professor, Chair of the MBA
Program at the State University of New
York at Buffalo. For more information,
contact Ronald Huefner:
rhuefner@acsu.buffalo.edu

Creating Breakthroughs in Succession Planning
By Thomas F. Madison, Ph.D., CPA, CMA
This article is based on a session presented by Dr. Sam Kirschner,
a consultant on succession issues, at the 2002 AICPA Business
and Industry Conference in New Orleans.
Many CPAs are CFOs and controllers in family-held businesses.
One way in which they can be of assistance to the owners of the
business is to advise them to plan for the transfer of control and
ownership between generations. You may be asked to be involved
directly or indirectly, but, in many instances, the family will handle the transfer of ownership and control much more successfully

when they rely upon a knowledgeable outside consultant to help
in planning the succession. Working with an outside consultant
may be in your best interest as well since you are an employee and
aren’t totally objective in this process. In that event, you will play
an indirect role. Here is some guidance on the important issues
should you need to work with an outside consultant.
The outside consultant is often essential because the businesses’ other control structures are unable to handle the succession
task. Controlling owners are often unable or unwilling to objectively assess their own relatives’ abilities to continue the business
and family councils may be unable to function objectively. The
continued on page D4
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continued from page D3—Succession Planning

boards of many small businesses are often
just friends of the owner and provide no
true outside expertise, or are just extensions of family councils and thereby subject to the same shortcomings.

Mediator and Buffer
The outside consultant enables the family
to handle the succession task more successfully by serving as a mediator or buffer
between members of the different generations and between members of the same
generation who have difficulty communicating with one another. In this mediating
role, the consultant can help ensure that the
essential conditions for a successful succession are met. The essential conditions
are that the older generation has prepared
the organization for the transfer of ownership and control, including preparing the
younger generation for assuming control of
business operations, and that issues arising
from the separation of ownership and control are resolved.

Essential Preparation and Planning
Preparing the organization for the succession includes an objective assessment of

whether the younger generation is ready to
“take over” or whether the company
should hire an outside manager to serve as
a mentor and trainer until the successor is
ready to “take up the reins.” It may also
involve determining which members of the
current management team should stay in
place. Some members of the management
team may owe their position to long years
of loyalty to the older generation rather
than to their current capabilities. How
these issues are addressed should be part of
the succession plan rather than an afterthought following the transition.
The outside consultant can also provide
objective advice when not all members of
the younger generation will be involved in
the operation of the business. It is often a
mistake for members of the succeeding
generation to be given equal ownership
interests when not all will be involved in
operating the business. This is probably the
issue which requires the most advance
planning to resolve because in the normal
course of events, the older generation’s
wealth will be “tied up” in the business’
assets and the only way the business owner
can distribute their wealth to the heirs will
be to distribute an ownership interest in the

continued from page D2—Self Promotion

self, “Who can I meet today that will make a difference in my
career?” Work on meeting the one person who can have an impact
on your life versus the 25 who can’t.
Style — In marketing, they call this “differentiation.” Ask
yourself, “What is it about you that’s different and makes you
memorable to others?” Are you distinctive in some way and
do you point it out? If you meet a lot of people and they seem
to forget meeting you, you have a problem and an opportunity — an opportunity to present yourself in a more memorable
way. It might be your message, your picture, your business card,
your hairstyle. Maybe it’s the uniqueness of what you offer or how
you relate your experience to their particular issue, or that you know
their issues already. Or, best of all, it might be your obvious caring
about them and how you demonstrate that caring.
Repetition — Natural self-promoters don’t say it once, they
say it many times. Advertisers know this principle well, which is
why they design multiple “impressions” for their target market

business itself.
Unfortunately, this often sets the stage
for conflicts among members of the
younger generation who are involved in
operating the business and those who are
not particularly in the area of managerial
salaries and dividends. Thus, resolving this
potential for conflict becomes part of a
successful succession plan.
It is clear that successful succession
planning requires both time and effort. If
you are involved in a family or other closely-held business with succession issues,
you must recognize that these situations
can have many potential pitfalls.
Nevertheless, you can add value to the
process by understanding the problem
areas explicitly and helping your employer
address them directly or working with an
outside consultant in the succession plan.

Thomas Madison is the Associate
Professor and Chair of the accounting
department at St. Mary’s University,
San Antonio.
tmadison@stmarytx.edu

and why you see commercials over and over again. We have to
make multiple impressions in order to achieve “brand awareness.”
We know a lot of this sounds very “salesy” but, remember, people
want an expert. They want anything and anyone that can help them
meet their goals. But unless you draw attention to what
you’ve done, they won’t know it. So whether you’re
attempting to win over a prospective customer, gunning
for that promotion, or trying to land a new job, don’t forget that you are both the product and the salesperson.
Don’t be bashful — sell yourself! Look for more articles
on career information in future issues.

career
info

Ajilon Finance is the fastest-growing staffing service in the world,
specializing in the temporary and permanent placement of premier accounting and finance professionals. Visit their Web site at
www.ajilonfinance.com for more helpful career advice or to
review job postings.

